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INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholder of

Bankers International Securities Inc

St Petersburg Florida

We have audited the accompanying financial statements of Bankers International Securities Inc the

Company which comprise the statement of financial condition as of December 31 2012 and the

related statement of loss changes in stockholders equity and cash flows for the year then ended and the

related notes to the financial statements that you are filing pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes

the design implementation and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or error

In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of financial statements in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the financial

statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Member ol
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Opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Bankers International Securities Inc as of December 31 2012 and the results of

their operations and their cash flows for the year then ended in accordance with accounting principles

generally accepted in the United States of America

Report on Supplemental Schedules

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole

The supplemental schedules on pages 14 through 18 listed in the accompanying table of contents are

presented for the purpose of additional analysis and are not required part of the financial statements but

are supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934 These

supplemental schedules are the responsibility of the Companys management and were derived from and

relate directly to the underlying accounting and other records used to prepare the financial statements

Such supplemental schedules have been subjected to the auditing procedures applied in our audit of the

financial statements and certain additional procedures including comparing and reconciling such

supplemental schedules directly to the underlying accounting and other records used to prepare the

financial statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our opinion

such supplemental schedules are fairly stated in all material respects in relation to the financial statements

as whole

February 26 2013
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BANKERS INTERNATIONAL SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

ASSETS

CASH 29560

CERTIFICATES OF DEPOSIT 20901

OTHER ASSETS 3271

TOTAL 53732

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accrued expenses 10382
Income taxes payable to affiliates 653

Due to affiliates 10567
Deferred revenue from affiliate 4000

Total liabilities 25602

STOCKHOLDERS EQUITY
Preferred stock Class 12% cumulative $10 par value 1000000 shares

authorized no shares issued and outstanding

Common stock 10 par value 10000 shares authorized

100 shares issued and outstanding 10

Additional paid-in capital 609990
Accumulated deficit 581870

Total stockholders equity 28130

TOTAL 53732

The accompanying notes are an integral part of these financial statements

-5-



BANKERS INTERNATIONAL SECURITIES INC

STATEMENT OF LOSS

FOR THE YEAR ENDED DECEMBER 31 2012

REVENUE
Interest 78

Service fees 44000

Total revenues 44078

EXPENSES Administrative 44309

LOSS BEFORE PROVISION FOR INCOME TAXES 231

PROVISION FOR INCOME TAXES 2079

NET LOSS 2310

The accompanying notes are an integral part of these financial statements
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BANKERS INTERNATIONAL SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2012

Additional

Preferred Common Paid-In Accumulated

Stock Stock Capital Deficit Total

BALANCEDecember 31 2011 10 $609990 $579560 $30440

Net loss
______ ____ ________ 2310 2310

BALANCEDecember3l2012 10 $609990 $581870 $28130

The accompanying notes are an integral part of these financial statements
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BANKERS INTERNATIONAL SECURITIES INC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 2310
Adjustments to reconcile net loss to net cash provided by operating activities

Provision for deferred taxes 1424

Decrease increase in operating assets

Amounts due from affiliates 5360
Other assets 7128
Certificates of deposit 61

Decrease in operating liabilities

Amounts due to affiliates 10567
Accrued expenses 894

Net cash provided by operating activities 23002

NET INCREASE IN CASH 23002

CASH Beginning of year 6558

CASH End of year $29560

SUPPLEMENTAL CASH FLOW DISCLOSURES
Noncash settlement of income tax receivables from affiliates against other 2747

amounts due to affiliates

The accompanying notes are an integral part of these financial statements

-8-



BANKERS INTERNATIONAL SECURITIES INC

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31 2012

ORGANIZATION AND NATURE OF BUSINESS

Bankers International Securities Inc the Company is securities broker-dealer registered with the

Securities and Exchange Commission SEC and is member firm of the Financial Industry Regulatory

Authority FINRA formerly known as the National Association of Securities Dealers NASD The

Company is domiciled in the state of Florida and is wholly owned subsidiary of Bankers Financial

Corporation Parent

The Company does not hold customer funds or safekeep customer securities and its operations are

limited to providing consulting services in conjunction with the private placement of securities The

Company is exempt from the provisions of SEC Rule 15c-3-3 pursuant to paragraph k2i of the

Rule

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation The financial statements have been prepared in accordance with accounting

principles generally accepted in the United States of America GAAP

Use of Estimates The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities

and disclosure of contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates

Related Party Transactions The related-party transactions included below are not necessarily

indicative of the amounts and terms that would have been incurred had comparable transactions been

entered into with independent parties

Income Taxes The Company is included in the consolidated federal income tax return filed by the

Parent The method of allocation is determined using separate return provision for the Company
however the Company receives current benefits to the extent the Companys tax attributes can be

utilized in the consolidated tax return also known as the modified separate return approach The

settlements of taxes are consistent with this approach Accordingly the amounts reflected in the

accompanying statement of financial condition as income taxes receivable actually represent amounts

receivable from other subsidiaries of the Parent

The Company has adopted the accounting guidance for uncertainties in income taxes The Company

recognizes in the financial statements tax positions determined to be more likely than not of being

sustained upon examination based on the technical merits of the positions Such tax positions are both

initially and subsequently measured as the largest amount of tax benefit that is greater than 50% likely of

being realized upon settlement with the tax authorities assuming full knowledge of the position and all

relevant facts Interest and penalties on uncertain tax positions are recognized as part of income tax

expense The Company did not identify any uncertainties and therefore has not recorded liability in

the statement of financial condition

-9-



Fair Value Measurement Accounting Standards Codification ASC 820 defines fair value as the

exchange price that would be received for an asset or paid to transfer liability an exit price in the

principal or most advantageous market for the asset or liability in an orderly transaction between market

value on recurring basis The Company has determined the aggregate fair values of certain financial

instruments cash and cash equivalents certificates of deposit receivables and amounts due to and from

affiliates approximate their aggregate carrying amounts as of December 31 2012 due to their relatively

short-term nature and high probability of realization

Statement of Cash Flows For purposes of the statement of cash flows the Company has defined

cash equivalents as highly liquid investments with original maturities of less than three months that are

not held for sale in the ordinary course of business

Revenues The Companys primary sources of revenue are fixed contractual service fees collected

from two customers one third party and the other an affiliated company The service fees are received

quarterly but are recognized as earned on pro rata basis over the term of the contract Collections of

service fees prior to the effective date of the contract are recorded as deferred revenue in the

accompanying statement of financial condition

CERTIFICATE OF DEPOSIT

The Company held certificate of deposit with an unaffiliated bank in the amount of $20901 as of

December 31 2012 The effective interest rate on the certificates of deposit held during the year ended

December 31 2012 was 0.395% The certificate of deposit had an original maturity date of March 11

2012 at which time it was renewed and the maturity date extended to March 11 2013

INCOME TAXES

Income tax provision was $2079 for the year ended December 31 2012 Income tax provision

attributable to operations consists of the following for the year ended December 31 2012

Current Deferred Total

Federal $591 $1327 $1918
State 63 98 161

654 1425 $2079

The temporary difference that gives rise to deferred tax asset relates to revenue recognized for tax

purposes and deferred for financial statement purposes In addition the Company has deferred tax assets

attributable to $1983 of utilizable loss carryovers which will expire in 2031 The Companys effective

tax rate differs from the U.S federal tax rate primarily as result of state taxes and an increase in

valuation allowances on deferred tax assets in the year ended 2012

Management assesses the available positive and negative evidence to estimate if sufficient future taxable

income will be generated to use the existing deferred tax assets significant piece of objective negative

evidence evaluated was the cumulative loss incurred over the three-year period ended December 31

2012 Such objective evidence limits the ability to consider other subjective evidence such as our

projections for future growth Further management files its tax return as part of consolidated group

whereby it determines taxes on separate return basis but receives current benefits to the extent its

losses are utilized in the consolidated return also known as the modified separate return approach

Through the date the financial statements were issued the Company was unable to produce objectively

verifiable evidence that the Company would be paid for utilization of its own attributes

-10-



On the basis of this evaluation as of December 31 2012 valuation allowance of $2232 has been

recorded for the full balance of the deferred tax asset The balance of the deferred tax asset is currently

$0 in the statement of financial condition however could be adjusted if estimates of future taxable

income during the carryforward period are reduced or increased if objective negative evidence in the

form of cumulative losses is no longer present management is able to produce objective verifiable

evidence the Company could be paid for utilization of its own attributes and additional weight may be

given to subjective evidence such as our projections for growth

The 2009 2010 and 2011 tax years are open and subject to examination by the Internal Revenue

Service and the Florida Department of Revenue The Company is not currently under audit by nor has it

been contacted by these jurisdictions

COMMITMENT AND CONTINGENCIES

Various litigations claims or assessments against the Company may arise in the course of the

Companys business While it is possible that an adverse outcome could have material adverse effect

upon Companys financial position based on information currently known by the Companys

management in its opinion the outcomes of any pending legal proceedings are not likely to have such

an effect

Due to management changes during 2012 the Company was operated for several months without the

supervision of principal holding Series 27 license FINRA has been made aware of the situation and

the Company has taken steps to appropriately license the current principals There is potential

exposure to fine Management does not currently know if fine will be assessed and is unable to

estimate the amount of any fine if one were assessed

GAAP calls for liability to be accrued if it is both probable that the event will occur and the amount

can be at least reasonably estimated The Company considers the incidence of fine to be reasonably

possible The chance the confirming event will occur is more than remote but less than likely The

Company does not know and cannot reasonably estimate the amount of any fine Consistent with GAAP
the Company has not reserved for the potential fine

RELATED-PARTY TRANSACTIONS

The Company earned service fees of $4000 in 2012 from an affiliate In 2012 the Company received an

additional $4000 from this affiliate representing an advance payment for 2013 service fees These

amounts are recorded as deferred revenue in the accompanying statement of financial condition for

2012

The Company has management and cost-sharing arrangements with its Parent and other related parties

whereby costs are allocated based upon the scope of work and responsibilities performed by the Parent

and other related parties for the benefit of the Company In 2012 the Company was charged $23931

under these agreements and was recorded within the statement of loss

NET CAPITAL REQUIREMENTS

The Company is subject to the SECs Uniform Net Capital Rule l5c3-l which requires the maintenance

of minimum net capital and requires that aggregate indebtedness as defined by the Rule shall not

exceed 1500% of net capital as defined In December 2002 the Company received approval from the

NASD to reduce its required net capital to $5000 The Company must maintain minimum net capital

equal to or greater than its required net capital

Il



The net capital amount the excess net capital and the percentage of aggregate indebtedness to net

capital at December 311 2012 are as follows

Net capital $24614

Excess net capital 19614

Percentage of aggregate indebtedness to net capital 104

SIGNIFICANT CONCENTRATION OF RISK

Concentration Risk Substantially all of the Companys business is with two customers one third

party and the other an affiliated company

SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 26 2013 which is the date the

financial statements were available to be issued As result of the Companys evaluation the Company
noted no subsequent events that require adjustments to or disclosure in the financial statements
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BANKERS INTERNATIONAL SECURITIES INC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF

THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2012

NET CAPITAL

Stockholders equity qualified for net capital $28130
Less nonallowable assets 3203

Net capital before haircuts on securities positions 24927

Less haircuts on security positions certificates of deposit 313

NET CAPITAL $24614

AGGREGATE INDEBTEDNESS $25602

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital requirement 2/3% of aggregate indebtedness 1707

Minimum dollar net capital requirement under Rule 15c3-1a2 5000

Excess net capital 19614

Excess net capital at 1000% $22053

Excess net capital at 1500% $22907

Percentage of aggregate indebtedness to net capital 104
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BANKERS INTERNATIONAL SECURITIES INC

INFORMATION RELATING TO EXEMPTION UNDER RULE 15c3-3 OF

THE SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31 2012

Bankers International Securities Inc was in compliance with Securities and Exchange Commission

Rule 5c3-3 conditions of exemption for the year ended December 31 2012 pursuant to

subparagraph k2i
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BANKERS INTERNATIONAL SECURITIES INC

RECONCILIATION OF NET CAPITAL UNDER RULE 17a-5d4 OF

THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31 2012

There were no differences between the computation of net capital under Rule 15c-3-l included in this audited

report and the computations included in the respondents corresponding unaudited Form X-17a-5 Part IIA

filing as of December 31 2012
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INDEPENDENT AUDITORS SUPPLEMENTAL REPORT ON INTERNAL

CONTROL

Bankers International Securities Inc

11101 Roosevelt Boulevard North

Third Floor

Saint Petersburg FL 33716

USA

In planning and performing our audit of the financial statements of Bankers International

Securities lnc.the Company as of and for the year ended December 31 2012 on which we issued our

report dated February 26 2013 and such report expressed an unqualified opinion on those financial

statements in accordance with auditing standards generally accepted in the United States of America we

considered the Companys internal control over financial reporting internal control as basis for

designing our auditing procedures for the purpose of expressing an opinion on the financial statements

but not for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission the SEC we have

made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of compliance with such practices

and procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the

periodic computations of aggregate indebtedness and net capital under Rule 17a-3al and for

determining compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities we

did not review the practices and procedures followed by the Company in making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required by

Rule 7a-l or in complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SEC above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Member or

Deloittelouche Tobmatsu limited



Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2012 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC Financial Industry Regulatory Authority Inc the National Association of Securities Dealers Inc

and other regulatory agencies that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in

their regulation of registered broker-dealers and is not intended to be and should not be used by anyone

other than these specified parties

Yours truly

February 26 2013
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